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SCOPE  OF  STUDY 


Arthur  D.  Little,  Inc.  was  retained  by  the  New  York  City  Conven- 
tion and  Exhibition  Center  Corporation  to  estimate  the  market  and 
economic  characteristics  of  the  proposed  New  York  City  Convention 
Center.    The  specific  tasks  were  to  make  estimates  of: 

1.  The  trade  show,  public  show  and  convention  market  for  the 
proposed  facility. 

2.  Attendance  and  visitor  spending. 

3.  New  business  in  New  York  City  resulting  from  the  construc- 
tion and  operation  of  the  Center. 

4.  Operating  revenues  and  costs. 

5.  Tax  revenues  that  will  be  realized  by  the  City  of  New  York. 

6.  Order-of-magnitude  revenues  and  type  of  development  that 
may  take  place  on  the  "inland"  part  of  the  site. 

The  James  C.  Felt  Company  assisted  us  in  the  evaluation  of  the 
development  potential  of  the  "inland"  part  of  the  site. 
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SUMMARY 


A.  INTRODUCTION 

The  major  conclusions  in  this  project  are  summarized  in 
this  section.    In  undertaking  the  work  program,  the  results  of 
studies  made  by  the  other  consultants  engaged  by  the  Corporation 
were  taken  into  account.    This  included  preliminary  plans  for  the 
proposed  Center  which  were  prepared  by  Skidmore,  Owings  and 
Merrill  following  the  suggested  guidelines  contained  in  the  1967  Arthur 
D.  Little,  Inc.  report,  Proposed  New  York  City  Convention  Center: 
An  Analysis  of  Benefits  To  The  Local  Economy  and  confirmed  by 
market  data  obtained  in  this  study.    In  addition,  we  worked  closely 
with  the  staff  of  the  Corporation  and  other  consultants  including 
Mr.  John  McGillis,  convention  management  and  program  consultant; 
Warren  Travers  and  Associates,  the  traffic  consultant;  Carl  A.  Morse, 
Inc.,  construction  managers;  and  Arthur  Dana  Associates,  food  service 
consultants. 

The  conclusions  of  this  study  are  based  on  a  facility  to  be  located 
on  the  Hudson  River  between  43rd  and  47th  streets.    Some  of  the  main 
characteristics  of  the  Center  are  that  it  will  contain  approximately  2.3 
million  gross  square  feet,  a  main  exhibition  hall  of  approximately  560 
thousand  square  feet  on  a  single  level,  a  2,  000  car  parking  garage  and 
ancillary  space  for  meeting  rooms,  exhibition,  and  related  supporting 
services  and  activities  totalling  approximately  200  thousand  square 
feet. 

B.  SPECIFIC  CONCLUSIONS 
1.    The  Market 

New  York  City  has  strong  attractions  for  many  trade  shows, 
public  shows,  and  conventions.    It  is  the  largest  retail  and  wholesale 
market  in  the  world,  and  the  economic  and  financial  capital  of  the 
nation.    New  York  has  the  attributes  required  to  make  it  the  foremost 
convention  City  in  the  United  States  —  entertainment,  cultural  activities, 
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shopping,  restaurants  and  hotels.  However,  the  inadequacy  of  existing 
exhibition  and  convention  facilities  means  that  many  shows  and  conven- 
tions cannot  be  held  in  New  York  City. 

The  analysis  of  the  potential  market  for  the  Center  indicated 
that    three  to  four  times  the  number  of  new  trade  shows,  public 
shows  and  conventions  that  can  be  scheduled  annually  would  seek  to 
hold  their  events  there.    Overall,  a  total  of  more  than  150  new  shows 
and  conventions  will  wish  to  meet  at  the  new  Center  at  some  time 
during  the  next  decade.  After  adjusting  for  frequency,  it  is  estimated 
that  between  60  and  80  new  shows  will  wish  to  hold  their  events  there 
annually.    However,  depending  on  the  size  and  types  of  shows,  it  is 
estimated  that  only  20  to  25  new  ones  can  be  scheduled  annually  if  the 
Center  is  also  to  accommodate  the  15  to  20  shows  which  have  outgrown 
the  facilities  where  they  are  presently  held  in  New  York  City.  This 
level  of  activity  would  mean  that  the  exhibit  space  would  have  an 
occupancy  rate  of  between  65  and  75  percent. 

2.    Attendance  and  Direct  Visitor  Spending 

The  new  Center  is  expected  to  attract  between  3.  5  and  4.  5  million 
delegates  and  visitors  ^  to  the  3  5  to  45  events  that  will  be  held  there 
annually.    Just  over  one-half  of  these  visitors  will  be  from  out-of-town. 
This  means  that  in  a  typical  year,  there  will  be  about  two  million 
person  days  spent  by  out-of-town  delegates  and  visitors.    More  than 
half,  or  about  1.2  million,  will  come  to  new  shows  and  conventions 
held  in  the  new  Center.    Based  on  an  average  daily  expenditure  of  about 
$80  in  1976,  total  direct  out-of-town  spending  is  expected  to  amount 
to  $165  million  annually. 

In  addition  to  out-of-town  delegate  and  visitor  spending,  show 
managers  and  exhibitors  will  spend  $81  million  annually  related  to 

_ 

Measured  in  person  days.  A  convention  delegate  staying  three  days  is 
counted  as  three  person  days. 
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all  shows  at  the  new  Center.    This  includes  spending  by  sales  staff 
of  companies  which  exhibit  in  shows  ($42  million),   show  set-up  and 
take  down  and  special  display  expenditures  ($34  million)  and  operating 
expenditures  of  the  new  Center,  which  are  estimated  to  amount  to  $5 
million.    All  together,  direct  spending  in  New  York  City  attributable 
to  the  new  Center  is  estimated  to  amount  to  $246  million  annually. 


3.    Additional  Business  and  Employment  Generated  in  New  York  City 

The  direct  delegate  and  show- related  spending  of  $246  million 
in  New  York  City  will  stimulate  additional  business  through  the  "multi- 
plier" process.    This  will  occur  throughout  the  City,  not  just  in  the 
vicinity  of  the  new  Center.    By  use  of  a  specially  designed  "input- output" 
matrix  the  repercussion  effects  of  this  spending  were  traced  throughout 
the  entire  New  York  City  economy.    The  results  of  this  analysis, 
summarized  in  Table  1,  indicate  that  total  business  will  amount  to 
$513  million.    Income  to  the  City's  residents  will  amount  to  $195 
million  and  this  means  the  equivalent  of  20,300  full  time  jobs. 

TABLE  1 

Direct  and  Indirect  Impact  Associated  with  the  New  York  City 

Convention  and  Exhibition  Center 
Business  Receipts,  Income  and  Employment  in  New  York  City 

in  a  Typical  Year 

Income  (wages 


Direct  Spending 
Indirect 

TOTAL 


Business 
Receipts 

$246  million 
$2  67  million 

$513  million 


and  salary  com- 
ponent^)  

$  89  million 
106  million 

$195  million 


Employment 
(full  time 
equivalent  jobs) 

10, 100 
10, 200 

20, 300 


Source:    Arthur  D.  Little,  Inc.  estimates. 


This  table  shows  that  direct  spending  will  result  in  $89  million 
in  wages  and  salaries  of  New  York  City  residents  and  10,  100  full  time 

(1)       Included  as  part  of  total  business  generated. 

ix 


Arthur  D  Little.  Inc 


equivalent  jobs.    Indirect  impact,  which  includes  the  respending  of 
directly  earned  wages  and  purchases  from  suppliers,  cumulated  over 
several  "rounds",  will  have  nearly  an  equivalent  impact  in  terms  of 
business,  income  and  jobs  in  the  City. 

In  addition  to  visitor  -  related  spending,  which  will  occur  after 
1976,  the  construction  of  the  new  Center  will  stimulate  the  New  York 
City  economy.  The  cost  of  building  the  Center  is  estimated  to  amount 
to  about  $170  million,  exclusive  of  financing  and  other  non- construc- 
tion costs.    Over  a  three-year  period,  annual  business  directly  and 
indirectly  generated  is  expected  to  amount  to  $137  million,  income 
will  increase  by  $59  million,  and  4,  000  new  jobs  will  be  created, 
2,  000  of  them  directly  in  construction. 

4.  Operating  Costs  and  Revenues 

The  new  Center  is  expected  to  operate  at  a  small  profit  —  between 
$150  and  $250  thousand  —  after  the  third  year  of  operation.   The  2,  000- 
car  garage  is  expected  to  generate  most  of  this  surplus.  Total  revenue 
is  expected  to  amount  to  about  $5.4  million.    Of  this  total,  82  percent 
is  expected  to  come  from  space  rental,  and  about  18  percent  from  conces- 
sions including  food  and  parking.  Expenses  are  expected  to  amount  to 
about  $5.15  million.    Nearly  70  percent  of  this  is  for  salaries  and  contract 
services  including  cleaning  and  security.    Utilities,  maintenance 
and  other  services  account  for  the  remainder. 

During  the  first  three  years  of  operation,  the  Center  is  expected 
to  operate  at  a  deficit.    This  is  expected  to  occur  because  of  the  start-up 
time  that  will  be  required  to  book  the  Center  to  its  "break-even" 
occupancy  level  of  about  60  percent.    Allowance  for  this  should  be  made 
in  the  financial  planning  for  the  Center. 

5.  Tax  Revenues 

The  construction  and  operation  of  the  Center  will  result  in  sub- 
stantial new  tax  revenues  to  the  City  of  New  York.    During  the  construc- 
tion of  the  Center,  these  are  expected  to  amount  to  $1.5  million 
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annually.  This  will  principally  come  from  taxes  on  general  business 
receipts  and  income.  After  the  Center  opens,  taxes  from  these  sources 
are  estimated  to  amount  to  $13.1  million  annually.  The  major  share  is 
expected  to  come  from  the  hotel  and  motel  tax  ($4.  Z  million),  and  sales 
and  use  taxes  ($5.9  million).    More  than  four-fifths  of  these  two  taxes 
are  paid  by  out-of-town  visitors.    In  addition  real  estate  taxes  directly 
generated  by  the  operation  of  the  new  Center  are  expected  to  amount  to 
$7.7  million  annually.  Therefore  total  annual  tax  revenues  received  by 
New  York  City  are  estimated  to  amount  to  $20.8  million. 

6.    Development  of  the  "Inland"  Site 

The  development  potential  of  the  "inland"  portion  of  the  site 
will  not  reach  its  peak  until  after  the  opening  of  the  facility  in  the 
mid  1970's.    Convention- related  activities  will  not,  in  themselves, 
support  a  large-scale  office  or  commercial  development  on  the  site. 
Nevertheless,  the  Center  will  create  a  favorable  climate  for  develop- 
ment of  a  wide  range  of  complementary  uses,  including  hotel  and 
residential,  commercial  and  retail  establishments,  and  light 
manufacturing  on  the  inland  site.    In  view  of  the  generally  favorable 
development  outlook  on  the  West  Side,  the  long-run  prospects  for 
development  of  the  inland  site  are  bright. 

During  the  interim  period,  the  inland  site  can  be  used  for  a 
combination  storage  and  parking  area  and  other  temporary  uses. 


xi 


Arthur  D  Little,  Inc 


CHAPTER  I 

THE  MARKET  FOR  THE  NEW  YORK  CITY 
CONVENTION  AND  EXHIBITION  CENTER 

I.  INTRODUCTION 

This  chapter  presents  the  potential  market  for  the  New  York  City- 
convention  and  exhibition  center.    The  types  and  requirements  of  trade 
shows,  public  shows,  and  conventions  that  will  be  attracted  to  the  new 
Center  are  discussed.    To  illustrate  how  the  Center  will  actually  func- 
tion, a  typical  year's  schedule  of  events  has  been  prepared  showing  the 
occupancy,  the  number  of  days  shows  will  be  open,  attendance,  parking 
requirements,  exhibit  space,  meeting  room  requirements,  and  other 
characteristics. 

II.  SUMMARY 

In  a  typical  year  between  35  and  45  major  trade  shows,  public 
shows, and  conventions  will  be  scheduled  in  the  new  Center.  About 
half  of  these,  15  to  20,  will  be  ones  that  currently  meet  in  New  York 
City  but  which  require  more  space,  better  designed  space,  or  comple- 
mentary facilities  such  as  exhibition  space  and  large  meeting  rooms 
in  the  same  structure.    The  other  20  to  25  events  will  be  new  ones  in 
New  York  City.  The  market  analysis  indicates  that  three  to  four  times 
this  number,  60  to  80  annually,  will  wish  to  hold  their  events  in  the 
new  Center.    This  means  that  it  should  be  able  to  achieve  an  occupancy 
rate  of  between  65  and  75  per  cent.    Many  other  shows  seeking  to  come 
to  New  York  City  which  cannot  be  accommodated  at  the  new  Center  will 
use  other  facilities.    The  size  of  the  potential  market,  which  is  twice 
the  capacity  of  the  Center,  means  that  it  will  be  possible  to  shift  the 
"mix"  of  events  at  the  new  Center  to  a  higher  proportion  of  new  ones, 
should  this  be  desirable  in  the  future. 
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III.    NEW  YORK  CITY'S  ATTRACTIONS  AND  AVAILABLE 
FACILITIES 

New  York  City  has  a  strong  attraction  for  many  of  the  major 
trade  shows,  public  shows  and  conventions.  It  is  an  exciting  place  to 
visit,  is  easy  to  reach,  and  has  the  highest  concentration  of  buying  power 
in  the  world.  Events  held  in  New  York  City  usually  draw  more  delegates 
and  buyers  than  in  any  other  major  city.    Among  New  York  City's  major 
attractions  are: 

•  The  largest  retail  and  wholesale  market  in  the  world. 

•  Unequalled  opportunities  for  entertainment,  dining, 
theatre,  culture  and  shopping. 

•  The  largest  population  center  in  the  United  States. 

•  Excellent  access  by  airplane,  automobile,  railroad, 
and  ship. 

•  A  sufficient  number  of  hotel  rooms  to  handle  the 
requirements  of  all  conventions  and  trade  shows. 

These  factors,  together  with  New  York's  standing  as  a  major 
tourist  and  vacation  center,  outweigh  any  disadvantages  that  New  York 
City  might  have  and  lead  many  major  trade  shows  and  conventions  to 
prefer  New  York  for  their  events. 

The  most  significant  deterrents  to  many  of  the  largest  shows 
are  the  lack  of  suitable  facilities,  particularly  sufficient  exhibition 
space,  and  the  lack  of  available  space  at  times  when  many  meetings 
and  shows  are  scheduled.  The  major  exhibition  facility  in  New  York 
City,  the  Coliseum,  is  too  small  for  many  of  the  shows  held  there  now 
and  is  inconvenient  and  inefficient  because  of  its  multi-floor  configura- 
tion. Furthermore,  it  contains  too  little  meeting  space  for  the  satis- 
factory accommodation  of  conventions  that  require  large  amounts  of 
both  exhibition  space  and  meeting  rooms  in  the  same  facility. 
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The  major  hotels  can  accommodate  large  conventions  but  have 
limited  exhibition  space.    Madison  Square  Garden  is  mainly  suited  for 
very  large  meetings  and  arena-type  events,  and  its  schedule  for 
sports  events  limits  its  availability  for  alternative  uses.  Other 
facilities,  such  as  armories,  are  not  well  suited  for  expositions. 

Since  the  1967  ADL  study,  which  established  the  need  for  a  new 
Convention- Exhibition  Center  in  New  York  City,  the  situation  has 
become  more  urgent.    Little  expansion  in  the  trade  shows  or  conven- 
tions has  been  permitted  because  of  space  limitations.  Competition 
has  increased  as  large  new  or  expanded  convention- exhibition  facilities 
have  been  built  in  cities  such  as  Chicago,  Los  Angeles,  Atlantic  City, 
New  O  '  ans,  Dallas,  and  Detroit. 

Compared  with  these  cities,  New  York  City's  competitive 
position  has  declined  and  will  continue  to  decline  as  long  as  it  cannot 
offer  a  large,  well  designed  multi-purpose  convention- exhibition 
facility. 

IV.    POTENTIAL  MARKET  FOR  THE  NEW  CENTER 

A.  METHODOLOGY 

The  starting  point  for  the  estimate  of  the  market  for  the  new 
Center  was  data  obtained  in  the  1967  ADL  study  for  a  proposed 
convention  center  in  New  York  City.  ^     Out  of  a  potential  market 
universe  of  800,  371  large  conventions  and  trade  shows  were 
surveyed.    Seventy  of  those  interviewed  stated  that  they  would  bring 
their  events  to  New  York  City  for  the  first  time  or  would  hold  these 
more  frequently  if  a  large  new  convention- exhibition  facility  were 
built  in  mid -town  Manhattan. 


(1)       Arthur  D.  Little,  Inc.  ,  Proposed  New  York  City  Convention 
Center:    An  Analysis  of  Benefits  to  the  Local  Economy. 
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This  basic  list  of  seventy  organizations  was  reviewed  and 
updated  with  the  New  York  City  Convention  and  Visitor's  Bureau. 
In  addition,  it  was  supplemented  by  adding  other  large  organizations 
that  have  contacted  the  Bureau  to  inquire  about  booking  events  in 
New  York  City.    Shows  and  conventions  that  have  indicated  that  they 
would  hold  events  in  the  City  if  adequate  sized  facilities  were  available 
were  also  added.    This  list  was  supplemented  by  adding  other  shows 
and  conventions  from  a  three-year  schedule  prepared  for  the  new 
Center  by  John  McGillis,  the  convention  management  and  program 
consultant.    The  basic  list  was  modified  to  take  into  account  the  views 
of  twenty  show  managers  and  executive  directors  of  selected  major 
trade  show  and  convention-holding  organizations. 

Some  of  the  characteristics  of  the  Center  which  were  taken  into 
account  in  the  present  market  evaluation  but  not  in  the  earlier  study 
were: 

•  its  location 

•  amount  of  exhibit  space  available 

•  design  of  the  facility 

•  number  and  size  of  meeting  rooms 

•  completion  date. 

By  taking  into  account  characteristics  such  as  these,  the  new 
market  estimate  was  made  more  realistic  than  in  previous  studies. 

B.    SIZE  AND  CHARACTERISTICS  OF  THE  MARKET 

The  results  of  this  analysis  show  that  the  potential  market  for 

(2) 

the  new  Center  includes  at  least  150  new       shows  and  conventions. 
However,  not  all  of  these  will  wish  to  hold  their  event  annually  in 


(2)       "New"  includes  shows  that  will  come  to  New  York  City  for  the 

first  time,  that  will  come  less  frequently  unless  a  new  facility  is 
built,  or  will  expand  or  meet  more  frequently  if  the  new  Center 
is  constructed.  (See  Technical  Appendices  I-V.) 
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New  York  City.    After  adjusting  for  frequency,  it  is  estimated  that 
60  to  80  annually  will  wish  to  hold  their  events  in  the  new  Center. 
Of  this  total,  approximately  twenty  new  trade  shows  are  expected  to 
wish  to  meet  every  year  and  the  remainder  will  be  held  less  frequently. 

At  least  thirty-two  shows  and  conventions  that  currently  meet 
in  other  facilities  in  New  York  City  also  would  like  to  hold  their  events 
in  the  new  Center.  A  special  analysis  of  this  existing  market  was  made 
and  it  was  found  that  thirteen  require  more  space  than  is  available  in 
the  facility  where  they  now  meet,  seven  require  space  on  one  level, 
and  twelve  prefer  meeting  room  and  exhibition  space  in  the  same  facility. 
(See  Technical  Appendices  II,  Addendum  I  and  III,  Tables  1,  2,  3  and  4.) 

The  total  potential  annual  market  for  the  new  Center  is  about  100 
shows  and  conventions.    Approximately  three  fourths  of  these  would  be 
new  ones  in  New  York  City,  and  about  one-fourth  would  be  ones  pre- 
sently meeting  in  facilities  which  are  not  suited  to  their  needs. 

C.  ASSUMPTIONS 

The  estimate  of  the  potential  market  for  the  new  Center  is  based 
on  several  assumptions.    These  include  general  ones  such  as  the 
continued  growth  of  the  national  economy  and  continued  expansion  of 
trade  show  and  convention  holding  organizations.    The  Center  is 
expected  to  have  first-rate  management  and  be  aggressively  promoted. 
It  will  be  designed  so  that  shows  may  be  set  up  and  taken  down  efficiently 
and  at  a  relatively  low  cost.    Good  access  to  the  Center  is  expected  to 
be  provided  by  public  transportation  from  Midtown  as  well  as  from  the 
airports,  and  by  highway  from  points  outside  the  city.    It  was  further 
assured  that  no  competing  new  or  substantially  expanded  convention- 
exposition  facility  will  be  constructed  in  New  York  City  during  the  next 
two  decades. 
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V.    THE  SCHEDULE  FOR  THE  NEW  CENTER  IN  A 
TYPICAL  YEAR 

The  estimate  of  the  potential  market  for  the  new  Center  indicated 
that  approximately  100  organizations  might  wish  to  hold  their  events 
there  annually.    Based  on  the  space  required  for  exhibitions,  meetings, 
and  scheduling,  it  is  estimated  that  only  35  to  45  events  annually  can 
be  accommodated  in  the  new  Center.    Therefore  the  potential  market  is 
about  two  to  three  times  larger  than  can  be  accommodated.  This 
excess  potential  demand  provides  added  assurance  in  a  highly  competi- 
tive market  that  the  targeted  number  of  shows  can  be  attracted  annually. 

The  question  of  which  shows  should  be  accommodated  is  one  that 
the  management  of  the  new  Center  must  answer.    New  shows  bring  new 
business  to  the  City  and  therefore  have  greater  economic  impact  than 
existing  ones.    On  the  other  hand,  existing  ones  provide  the  basic 
year  to  year  scheduling  commitment  that  helps  the  Center  to  meet 
its  operating  revenue  objectives.    In  addition,  many  existing  shows 
badly  need  additional  space  if  they  are  to  remain  successful.  The 
space  vacated  by  these  shows  in  other  facilities  will  be  at  least  partly 
filled  by  the  "overflow"  of  the  potential  market  for  the  new  facility. 
Balancing  the  needs  of  existing  and  new  shows,  it  is  suggested  that  as 
a  starting  point,  the  "mix"  in  the  new  Center  should  be  about  half 
existing  shows  and  half  new  ones.    In  the  future,  the  share  of  new  shows 
may  be  increased  in  order  to  raise  the  economic  impact  generated  by 
the  Center's  operation. 

The  schedule  for  a  typical  year  was  selected  from  the  potential 
market  of  100  shows  and  conventions.    Criteria  used  in  selection  were 
a  50  -  50  mix  of  new  and  existing  events,  substantial  economic  impact, 
and  large  space  requirements.    The  schedule  is  predicated  on  a 
"likely  to  come"  basis  rather  than  from  a  firm  commitment.    Few,  if 
any,  organizations  will  be  prepared  to  "sign  up"  until  the  Center  is 
under  construction. 
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The  typical  year,  according  to  our  projections,  will  be  reached 
between  the  3rd  and  5th  years  of  operation.    The  number  of  conven- 
tions which  could  optimally  be  accommodated,  the  "fit"  of  their 
requirements  with  the  proposed  design  of  the  new  facility,  and  length 
of  the  event  were  taken  into  account. 

Professional  meetings,  trade  and  public  shows  were  assumed  to 
book  space,  on  the  average,  for  a  period  of  12  -  14  days.  For 
uniformity  of  scheduling,  a  trade  show  was  assumed  to  be  open  4  days, 
Monday  through  Thursday,  with  show  set-up  commencing  the  previous 
Wednesday  and  show  take-down  ending  the  Tuesday  following  the  con- 
clusion of  the  show.    Public  shows  were  assumed  to  open  on  a  Saturday, 
to  remain  open  for  nine  days  (2  week-ends  and  the  week  in  between). 
The  first  Wednesday  through  Friday  would  be  for  set-up  and  Sunday 
after  closing  through  Tuesday  would  be  the  take-down  period.  These 
assumptions,  coupled  with  experience  throughout  the  country  that 

convention  and  exhibition  facilities  have  high  vacancy  rates  for  at 

(3) 

least  two  months  a  year,  resulted  in  a  schedule  of  41  conventions, 
trade  and  public  shows  and  an  occupancy  rate  of  68%.    (See  Technical 
Appendix  I.)  The  schedule  includes  20  new  shows  and  21  existing  ones. 
Of  these,  11  require  more  space  than  is  available  in  the  Coliseum  and 
10  that  are  expected  to  come  for  other  reasons.    Total  attendance, 
measured  in  person  days  is  estimated  to  amount  to  3.  6  million.  (See 
Technical  Appendix  I,  Figure  1.) 

The  space  requirements  of  the  41  shows  scheduled  in  a  typical 
year  are  shown  in  Table  2.    Nearly  half  of  these  require  more  than 
300,  000  square  feet  of  exhibit  space  and  they  account  for  about  two- 
thirds  of  total  new  economic  impact;  more  than  90  percent  is  accounted 
for  by  shows  for  which  adequate  one-floor  facilities  are  not  available. 


Specific  reasons  for  scheduling  the  shows  are  given  in  Technical 
Appendix  III,  Tables  1-4. 
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TABLE  2 

Space  Requirements 
Shows  and  Conventions  Scheduled  in  the 
New  York  Convention  and  Exhibition  Center 
In  a  Typical  Year 


Space  Requirements  (sq.ft.) 

Number  of 
Events 

500,  000  or  more 

6 

400, 000  -  499, 000 

4 

300, 000  -  399, 000 

8 

200, 000  -  299, 000 

5 

100, 000  -  199, 000 

1 1 

up  to  99, 000 

7 

TOTAL 

41 

Source:    Arthur  D.  Little,  Inc.  See  Technical  Appendix  I. 

VI.    THE  NEW  YORK  COLISEUM 

Information  obtained  in  the  market  survey  and  in  its  updating 

indicate  that  several  of  the  larger  public  and  trade  shows  now  held  in 

the  Coliseum  will  wish  to  hold  their  events  in  the  new  Center,  in  order 

to  expand  the  size  of  their  shows,  to  be  able  to  hold  both  meetings  and 

exhibitions  in  the  same  building  and  other  similar  reasons.    It  is 

anticipated  that  there  will  be  demand  for  much  of  this  vacated  space 

from  present  shows  which  now  are  unable  to  book  space  at  the 
(4) 

Coliseum.         The  "backlog  1  of  demand  that  annually  cannot  be  accom- 
modated at  the  new  Center  constitutes  part  of  a  replacement  market. 
More  than  50  smaller  shows  (requiring  less  than  50,  000  sq.  ft.  of 
exhibition  space  and  less  than  60,  000  sq.  ft.  of  meeting  space)  have 
been  identified  which  would  come  to  New  York  City  if  suitable  meeting 


(4)       We  understand  from  the  New  York  Convention  and  Visitors  Bureau, 
Inc.  that  this  includes  about  ten  shows. 
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facilities  were  available.  Some  of  these,  as  well  as  small  but  rapidly- 
growing  shows,  may  wish  to  rent  a  floor  in  the  Coliseum  if  space  is 
available.    In  addition,  the  Coliseum  can  accommodate  new  markets. 
These  include  shows  now  held  in  less  satisfactory  facilities.  Buyer 
shows,   such  as  those  held  in  the  old  Trade  Show  Building  may  be  a  new 
market.    The  Coliseum  would  also  act  as  an  "incubator"  for  new 
shows.    Several  of  these,   such  as  the  "Start  Your  Own  Business", 
and  recently,  the  dealer- sponsored  Automobile  Show  are  examples 
of  these.    By  aggressive  promotion  and  seeking  to  attract  new  types  of 
events,  it  is  expected  that  the  Coliseum  can  maintain  a  high  occupancy 
rate. 

Substantial  new  economic  impact  may  result  from  new  conventions 
and  shows  that  will  be  held  at  the  New  York  Coliseum.     These  "replace- 
ment" events  are  likely  to  include  many  conventions  and  trade  shows 
which  have  more  out-of-town  delegates  and  visitors  than  the  larger 
public  shows  which  they  replace.    Therefore,  the  economic  impact  on 
New  York  City  of  the  replacement  shows  at  the  Coliseum  may  be  greater 
than  for  those  (mostly  public  shows)  which  move  to  the  new  Center. 
On  the  other  hand,   revenues  to  the  Coliseum  may  be  less  because  much 
of  its  income  is  derived  from  space  rental  and  concessions  which  are 
closely  related  to  site  and  total  attendance  of  shows. 
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CHAPTER  II 


ECONOMIC  IMPACT 

I.  INTRODUCTION 

This  chapter  presents  the  analysis  of  the  economic  impact 
associated  with  the  New  York  City  Convention  and  Exhibition  Center 
on  the  economies  of  New  York  City  and  New  York  State,  in  terms  of 
employment,  additional  wages  and  salaries,  expansion  of  business, 
and  taxes  paid  to  the  City  and  the  State.    The  economic  impact 
discussed  in  this  chapter  relates  to  all  events  held  in  the  new  Center. 
Therefore  it  refers  to  both  new  shows  that  will  be  attracted  to  New 
York  City  as  well  as  those  presently  meeting  there  now  in  present 
convention  and  exhibition  facilities.    The  impact  discussed  includes 
spending  by  visitors  and  delegates,  expenditures  by  organizations 
and  exhibitors,  the  operation  of  the  new  center,  and  its  construction 
cost.    Viewed  more  broadly,  the  impact  of  the  Center  will  help  to 
strengthen  the  City's  economy  by  generating  new  jobs,  and  this  in 
turn  will  increase  personal  income,  stimulate  new  business  and 
generate  additional  property  and  other  taxes. 

IL  CONCLUSIONS 

Major  conclusions  reached  regarding  the  economic  impact  of 
the  new  Center  on  the  New  York  City  economy  are  summarized  below: 

•       During  the  construction  period  (1973-1976)  the  annual 
economic  impact  will  be: 

—  4,000  full  time  equivalent^  jobs 

—  $59  million  in  wages  and  salaries 

—  $137  million  in  business  receipts 

—  $1.5  million  in  tax  revenues 

ID       Full  time  equivalent  is  defined  as  one  person  working  full  time 
for  one  year. 
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•       Total  annual  economic  impact  (direct  and  indirect) 
after  the  new  Center  opens  will  be: 

—  20,  300  full  time  equivalent  jobs,   12,  800  of  which 

(3) 

will  be  generated  by  new  events 

—  $195  million  in  wages  and  salaries,  $120  million  of 
which  will  be  generated  by  new  events 

—  $513  million  in  business  receipts,  $315  million  of 
which  will  be  generated  by  new  events 

—  $20.8  million  in  tax  revenues,   $12.8  million  of  which 
will  be  attributable  to  new  events. 

It  is  estimated  that  2,400  to  2,800  people  will  be  employed  in 
the  center  complex.    This  includes  the  staff  of  the  Center  (240-260), 
show  management  companies,  concessionnaires,  material  handling, 
transportation  and  others. 

The  total  direct  impact  of  the  Center  on  New  York  City  (exclud- 
ing indirect  and  induced  impact)  resulting  from  the  expenditure  of 
$246  million,  will  support  about  10,  100  full  time  equivalent  jobs, 
resulting  in  about  $89  million  annually  in  wages  and  salaries. 


(2)  Direct  spending  ($246  million)  on  goods  and  services,  through 
the  multiplier  effect,  generates  additional  demand  for  output 
of  goods  and  services,  thus  leading  to  indirect  increase  in 
business  receipts,  wage  income,  and  employment.  Consumption 
expenditures  out  of  wage  income  so  generated  (directly  and 
indirectly)  induces  additional  demand  for  output  of  goods  and 
services,  leading  to  increased  business  receipts,  wage  income, 
and  employment.     "Total"  impact,  as  defined  here,  includes  all 
three  of  these  impact  streams  (direct,  indirect,  and  induced). 

(3)  It  is  likely  that  the  impact  of  new  replacement  shows  coming  to 
existing  facilities  will  exceed  that  of  the  present  New  York  City 
shows  which  will  move  to  the  new  Center.     Therefore,  the 
figures  for  total  economic  impact  are  probably  conservative 
estimates  of  the  total  new  economic  impact  of  the  new  Center 
on  the  City  as  a  whole. 
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III.  METHODOLOGY 


A.  INTRODUCTION 

The  process  followed  in  forecasting  the  new  economic  impact 
attributable  to  the  New  York  City  Convention  and  Exhibition  Center 
included: 

1)  estimating  annual  direct  spending  for  construction  of  the 
Center,  and  by  visitors,  exhibitors,  show  managers  and 
for  operation  of  the  new  Center; 

2)  estimating  economic  impact  of  direct  spending  in  terms  of 
jobs,  wages  and  business; 

3)  forecasting  direct  and  indirect  economic  impact  (multiplier 
effects)  by  applying  an  impact  analysis  model  using  the 
input- output  matrices  developed  for  New  York  State; 

4)  Conducting  special  analyses  to  estimate  tax  revenues  that 
would  be  accruing  to  New  York  City  and  to  the  State  of  New 
York,  to  estimate  direct  employment  in  the  Convention 
Center  Complex,  and  to  estimate  employment  in  New  York 
City  (both  direct  and  indirect)  by  industry  sector. 

B.  DIRECT  SPENDING 

Direct  spending  for  construction  was  based  on  the  cost  of  building 
the  Center  exclusive  of  financing  and  other  charges.    After  the  Center 
opens,  direct  spending  will  be  from  four  sources: 

1)  out-of-town  delegates  to  all  conventions  and  trade  shows 
held  in  the  new  Center; 

2)  exhibitors'  representatives  who  staff  the  booths; 

3)  show  management  and  other  companies  engaged  in  setting 
up  and  taking  down  exhibits; 

4)  the  operation  of  the  Center  which  includes  staff  salaries, 
utilities  and  contract  services. 
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C.    IMPACT  ANALYSIS 

An  impact  analysis  model  was  developed  and  applied  to  measure  the 
economic  impact  (direct,  indirect,  and  induced)  of  expenditures  in 
New  York  City.     This  model  used  data  from  the  New  York  State  input- 
output  matrices  developed  by  the  National  Planning  Association  and 
the  Office  of  Planning  Coordination  for  New  York  State.    By  building 
into  the  model  input- output  concepts  and  data,  an  attempt  was  made  to 
take  into  account  the  interindustry  multiplier  effects  of  the  demand  for 
goods  and  services  resulting  from  spending  in  New  York  City.  For 
this  purpose,  the  direct  and  indirect  interindustry  multiplier  matrix 
(i.  e.  ,  the  Leontief  inverse  matrix)  for  New  York  State  was  condensed 
into  a  smaller  matrix  containing  12  row  sectors  and  83  column  sectors. 
The  model  was  designed  to  measure  the  impact  in  New  York  City, 
rest  of  New  York  State,  and  the  rest  of  the  world.    Economic  inter- 
actions among  these  three  impact  areas  were  taken  into  account, 
through  a  series  of  distribution  matrices.    Appropriate  data  specific 
to  the  three  areas,  such  as  average  wage  rates  by  industry,  payroll/ 
sales  ratios,  etc.  ,  were  used  in  implementing  the  model.  These 
ratios,  or  more  broadly  the  parameters  used  in  the  model,  were 
adjusted,  where  possible,  to  allow  for  existing  excess  capacity. 

Special  attention  was  given  to  estimating  economic  impact 
resulting  from  consumption  expenditures  induced  by  new  wage  income. 
A  consumption  distribution  matrix  was  developed  which  indicates  the 
estimated  distribution  of  consumption  expenditures  made  by  residents 
of  New  York  City,  the  rest  of  New  York  State,  and  the  rest  of  the  world 
into  the  three  respective  impact  areas.    Estimates  were  then  made  of 
the  total  (direct  and  indirect)  demand  stimulated  in  each  area  by  this 
consumer  spending.     The  consumption- induced  impact  part  of  the  model 
utilizes  an  "infinite  multiplier"  process.     The  process  begins  with  an 
estimate  of  increased  consumption  induced  by  the  increase  in  wage 
income.    Then,  the  increased  demand  for  goods  and  services  resulting 
from  this,  both  directly  and  indirectly,  is  estimated.    Next,  the 
production  of  goods  and  services  required  to  meet  this  rise  in  demand, 
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as  well  as  the  increase  in  employment  and  wage  income  so  induced, 
is  calculated.    This  cycle  is  repeated  over  many  "rounds"  until  the 
total  resulting  impact  is  determined. 

The  results  of  the  model  are  summarized  in  Section  V.  A  and 
V.  B  below.    Detailed  technical  documentation  of  the  model  in  terms 
of  a  computer  program  and  printout  is  given  in  Technical  Appendix 
VII  to  this  report. 

IV.    NEW  DIRECT  SPENDING  IN  NEW  YORK  CITY 

A.  INTRODUCTION 

There  are  two  basic  categories  of  direct  spending  in  New  York 
City  attributable  to  the  new  Center.    These  are  expenditures  for 
construction,  which  are  estimated  to  amount  to  $57  million  annually 
during  the  three-year  construction  period,  and  expenditures  related 
to  shows,  which  are  estimated  to  amount  to  $246  million  annually 
after  the  new  Center  opens. 

Four  types  of  direct  spending  related  to  shows  are: 

1)  by  out-of-town  delegates  to  conventions  or  exhibitions; 

2)  by  exhibitors'  representatives  which  include  personnel 
manning  exhibition  booths; 

3)  by  show  management  companies  which  set-up  and  take- 
down shows  at  the  Center;  and 

4)  for  the  annual  operation  of  the  Center. 

Table  3  summarizes  the  estimated  direct  spending  in  each  of  these 
categories,  and  further  subdivides  this  into  the  amounts  associated 
with  events  that  will  be  new  to  New  York  City  and  ones  currently 
held  in  the  city. 
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TABLE  3 


Direct  Annual  Spending  Associated  with  the  New  York 
Convention  and  Exhibition  Center  in  a  Typical  Year 
(Amounts  in  Millions  of  Dollars) 


Events 
New  events  currently 
which  will  meeting 
be  attracted    elsewhere    All  events 
to  the  new       in  New         held  in  the 
CATEGORY  OF  DIRECT  SPENDING  Center  York  City    new  Center 

During  Operation  of  the  Center 
(Beginning  in  1976) 

Out- of-town  delegate  spending  $  96  $69  $165 

Out-of-town  exhibitor  representa- 
tives spending  28  14  42 

Show  managers  (set-up  and  take- 
down) expenditures  22  12  34 

Center  Operating  Expenses   5  _^  5 

TOTAL  $151  $95  $246 

During  Construction  (1973-  1976) 

Average  annual  expenditures  on 
construction  $  57 

Source:    Arthur  D.   Little,  Inc.  ,  estimates 


The  basis  for  estimating  each  of  these  categories  of  expenditures  is 
discussed  in  the  following  sections. 

B.    CATEGORIES  OF  DIRECT  SPENDING 
1 .  Construction 

The  data  for  the  cost  of  construction  was  provided  by  Carl  A. 
Morse,  Inc.  ,  construction  management  consultant.    Total  cost  of  build- 
ing the  facility  is  estimated  to  be  about  $170  million,   exclusive  of  financ- 
ing and  other  non- construction  costs.    Construction  will  be  phased  over 
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a  three-year  period.    In  the  first  year,  the  main  emphasis  will  be 
preparing  detailed  architectural  and  engineering  drawings,  site  clear- 
ance, and  construction  of  a  platform  over  the  Hudson  River.  Expendi- 
tures will  be  comparatively  low  during  the  first  year,  amounting  to 
about  $30  to  $40  million,  and  rising  to  $60  to  $80  million  for  each  of 
the  succeeding  two  years. 

2.  Spending  by  Out-of-Town  Delegates 

Total  direct  spending  by  634  thousand  out-of-town  delegates  is 
estimated  to  amount  to  $165  million  annually.    Spending  by  370 
thousand  out-of-town  delegates  to  new  events  at  the  Center  is  expected 
to  amount  to  $96  million  annually.    These  estimates  are  based  on  the 
amount  that  out-of-town  delegates  will  spend  while  attending  shows 
and  conventions  in  New  York  City,  taking  into  account  number  of 
delegates  by  event.     Length  of  stay,  and  average  expenditures  per 
delegate- day . 

Surveys  indicate  that  the  amount  varies  widely  depending  on 
the  type  of  event.    In  1967,  per  capita  spending  varied  between  $3  5 
a  day  for  a  teachers  convention  to  $80  for  the  American  Medical 
Association  and  some  trade  shows.    The  average  delegate  spent  3.5 
to  4.0  days  at  meetings.    Today  expenditures  are  higher  —  generally 
in  the  $50  to  $100  per  day  range.    Events  that  will  be  held  at  the 
new  facility  after  it  opens  in  1976  will  include  a  large  number  of 
trade  shows;  therefore,  daily  expenditures  for  these  delegates  are 
likely  to  be  higher  than  average,  probably  in  the  $60-$100  range. 
However,  with  faster  and  more  convenient  travel,  the  average  length 
of  stay  is  expected  to  be  shorter  —  only  3.25  days.  Out-of-town 
delegate  spending  per  event  is  expected  to  average  about  $260. 

3.  Exhibitors'  Expenditures 

Exhibitors'  representatives,  including  people  who  staff  exhibit 
booths  during  shows  and  conventions,  will  spend  about  $42  million 
annually  in  New  York  City.    This  estimate  is  based  on  the  assumption 
that  an  average  of  four  people  will  staff  each  100  square  foot  booth 
during  the  period  that  the  show  is  open.  Exhibitors'  representatives 
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are  expected  to  spend  about  $100  per  day,  which  is  higher  than  average 
delegate  spending  due  to  entertaining  potential  buyers.  In  addition,  the 
representatives  will  stay  a  little  longer  than  delegates  in  order  to  help 
open  and  close  the  booths.    After  adjusting  for  occupancy  and  proportion 
of  exhibitors  from  out-of-town,  it  is  estimated  that  annual  spending  by 
out-of-town  exhibitors'  representatives  will  amount  to  $28  million  for 
new  events  and  $14  million  for  existing  ones. 

These  figures  do  not  include  the  amount  that  companies  spend  for 
"hospitality"  suites,  cocktail  parties,   shows,  and  other  entertainment 
of  potential  buyers.    Past  surveys  indicate  that  this  often  amounts  to 
$5,  000  to  $25,  000  per  booth.    For  a  full  house  show  this  might  amount 
to  several  million  dollars.    Because  only  the  expenditures  of  booth 
personnel  were  taken  into  account,  in  this  analysis  the  estimates  of 
exhibitors'  spending  are  conservative. 

4.    Costs  of  Setting  Up  and  Taking  Down  Shows  and 
Special  Displays 

Expenditures  amounting  to  about  $34  million  annually  are  expected 
to  be  made  for  setting  up  and  taking  down  shows  and  for  special  displays. 
This  work  is  often  done  by  show  managers,  specialized  exposition 
companies  and  display  firms.    Often,  only  two  to  three  days  are 
available  for  setting  up  and  taking  down  1,  000  to  2,  000  booths.  Hundreds 
of  workers  are  required  for  these  tasks.    Expenditures  often  amount  to 
$500  thousand  to  one  million  dollars  for  a  single  show. 

Interviews  with  show  managers  who  handle  many  of  the  larger 
shows  at  the  new  Center  indicated  on  the  average,   set-up  and  take-down 
costs  amount  to  about  five  to  six  times  floor  rental.    Based  on  rental 
income  of  approximately  $4.4  million,   show  mounting  expenditures  are 
estimated  to  amount  to  about  $25  million  annually,  and  special  display 
to  an  additional  $9  million. 
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5.    Operating  Costs  and  Revenues 

The  operating  costs  and  revenues  for  the  new  convention/exposi- 
tion  center  have  been  estimated  in  detail  in  Chapter  III.    Total  expendi- 
tures will  amount  to  about  $5  million  annually.  Of  this  total,  approxi- 
mately 60  percent  will  be  paid  in  direct  wages  and  salaries,  including 
contract  services  such  as  cleaning.  Including  contract  services,  the 
Center  will  directly  employ  240  to  260  people. 

V.    TOTAL  DIRECT  AND  INDIRECT  IMPACT 

A.    OVERVIEW  -  TOTAL  ECONOMIC  IMPACT  IN 
NEW  YORK  CITY  AND  NEW  YORK  STATE 

Construction  and  operation  of  the  new  Center  will  generate  sub- 
stantial business,  wages  and  salaries  and  employment,  as  well  as  tax 
revenues,  to  New  York  City  and  to  the  State  of  New  York. 

During  the  construction  phase,  which  is  expected  to  take  three 
full  years,  the  direct  spending  of  $57  million  annually  in  New  York  City 
will  create,  a  total  (direct,  indirect  and  induced)  of  4,  000  full-time 
equivalent  jobs,  $59  million  in  wage  income,  and  $137  million  in 
increased  business  receipts.    This  will  lead  to  the  generation  of  $1.5 
million  in  tax  revenues  accruing  to  the  City  of  New  York. 

During  the  operation  phase  of  the  new  Center,  total  direct  spend- 
ing of  $246  million  annually  in  New  York  City  will  generate  20,  300  full- 
time  equivalent  jobs  in  New  York  City,  $195  million  in  wage  income, 
and  $513  million  in  business  receipts.  Tax  revenues  that  will  be  accruing 

to  the  City  annually  will  amount  to  $20.8  million  $7.7  million 

(4) 

from  property  taxes  and  $13.1  million  from  other  taxes.        The  impacts 

(4)       Tax  revenues  accruing  to  the  City  of  New  York,  included  in  our 
estimates,  consist  of  general  business  tax,  financial  corpora- 
tion tax,  utilities  tax,  transportation  corporation  tax,  personal 
income  tax  (residents),  earnings  tax  (nonresidents),  income  tax 
on  unincorporated  businesses,   sales  and  use  tax,  parking  tax, 
cigarette  tax,  and  hotel  and  motel  tax. 
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attributable  just  to  new  conventions  at  the  new  Center  are  $151  million 
in  direct  spending,   12,800  new  full-time  equivalent  jobs,   $120  million 
additional  in  wages,   $315  million  increase  in  business  receipts  and 
total  new  tax  receipts  of  $12.8  million. 

The  State  of  New  York  as  a  whole  also  will  realize  substantial 
benefits  from  the  construction  and  operation  of  the  new  Center. 

During  the  construction  phase  of  the  project,  we  expect  New  York 
State  (including  New  York  City)  to  benefit  from  the  Center  annually- 
through  the  creation  of  5,000  full-time  equivalent  jobs,  $71  million  in 
wage  income,  and  $188  million  in  increased  business  receipts.  Tax 
revenues  annually  accruing  to  the  State  of  New  York  will  be  $3.3 
million. 

During  the  operation  phase,  New  York  State  (including  New  York 
City)  is  expected  to  benefit  from  the  project  annually  through 
24,  600  full-time  equivalent  jobs,   $238  million  in  wage  income,  and 

$698  million  in  business  receipts.    Annual  tax  revenues  accruing  to  the 

(5) 

State  of  New  York  will  be  $10.  1  million.  v  '  (See  Table  4).  Comparable 
figures  related  to  impacts  of  new  events  are  14,  800  new  jobs,  $147 
million  in  additional  wages,  $429  million  in  increased  business  receipts 
and  $6.  2  million  in  new  taxes. 

B.    DIRECT  AND  INDIRECT  ECONOMIC  IMPACT  IN 
NEW  YORK  CITY 

1 .    Construction  Impact 

The  average  annual  increase  in  business  receipts  (direct,  indirect, 
and  induced)  generated  in  New  York  City  by  construction  of  the  new 
Center  amounts  to  $137  million  yearly  during  the  1973-1976  construction 
period  (three  years).    Total  wage  income  will  increase  by  $59  million 
and  this  will  support  about  4,  000  full-time  equivalent  jobs. 

(5)       Tax  revenues  expected  to  accrue  to  the  State  of  New  York  include 
general  business  tax,  financial  corporation  tax,  utilities  tax, 
transportation  corporation  franchise  tax,  personal  income  tax, 
tax  on  unincorporated  businesses,  sales  and  use  tax,  and  cigarette 
tax. 
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Direct  spending  for  construction  amounts  to  about  $57  million 
annually.    Labor  costs  are  estimated  to  be  a  higher  proportion  of  the 
construction  cost  than  for  other  general  types  of  construction  work  due 
to  the  nature  of  this  project.    Using  about  a  50  percent  payroll/cost 
ratio  means  that  wages  will  amount  to  about  $84  million  over  the  three 
year  construction  period  or  about  $28  million  annually.    Based  on  an 
average  wage  for  all  employees  in  construction  of  about  $14,000  a 
year,  direct  full-time  equivalent  employment  would  amount  to  about 
2,000  annually. 

TABLE  5 


Average  Annual  Economic  Impact 
Attributable  to  Construction  of  the  New  Convention- Exhibition 

Center  in  New  York  City 
(Direct,  indirect  and  induced) 
1973-1976 


Description 


Business 
Receipts 
(millions)3 


Income  (wages 
and  salary 
component) 
(millions)3 


Employment 
(full-time 
equivalent 
jobs; 


Annual  Average  Direct 
Spending 

$  57. 

0 

$  28. 

0b 

2, 000b 

Annual  Average  Indirect 
Impact 

23. 

2 

16. 

5 

1,  100 

Annual  Average  Induced 
Impact 

56. 

3 

14. 

3 

900 

Total 

$136. 

5 

$  58. 

8 

4,  000 

NOTES: 


All  dollar  figures  are  expressed  in  millions  of  dollars  in 
1972  prices. 

^age  income  and  employment  directly  generated  by  new 
construction  only. 


Source:    Arthur  D.  Little,  Inc.  ,  estimates. 
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2.    Delegate-  and  Show- Related  Impact 


(a)  Overview 

Annual  economic  impact  of  all  events  held  at  the  new  Center 
in  terms  of  increase  in  business  receipts  in  New  York  City  amounts  to 
$513  million.    Of  this  total  $246  million  is  direct  impact  and  $267 
million  is  indirect  and  induced  impact.    The  latter  is  generated  by  the 
repercussion  effects  of  direct  spending  in  the  City's  economy.  These 
effects  include  the  business  generated  by  the  spending  of  directly 
supported  workers,  such  as  employees  of  the  Center,  when  they  pur- 
chase goods  and  services.    The  impact  associated  with  just  new  shows 
is  $151  million  of  direct  spending,  $165  of  induced  and  indirect  spending 
making  a  total  increase  in  business  of  $315  million. 

The  direct  impact  of  the  $246  million  in  total  spending  is  to 
create  10,  100  new  full-time  equivalent  jobs  and  $89  million  in  new 
wages.    The  indirect  and  induced  impact  of  $267  million  is  projected 
to  create  10,200  new  jobs  and  $106  million  in  wages.    Total  direct 
and  indirect  impact  amounts  to  $195  million  in  wages  and  salaries  and 
20,300  in  employment.    The  impact  associated  with  new  events  amounts 
to  total  wages  and  salaries  of  $120  million  ($56  million  direct  and 
$64  million  indirect).    New  employment  generated  is  12,800  equivalent 
full-time  jobs  (6,300  direct  and  6,500  indirect). 

(b)  Direct  Impact 

The  $246  million  of  direct  annual  spending  attributable  of  the 
operation  of  the  new  Center  was  subdivided  into  three  categories,  spend- 
ing by  out-of-town  delegates  and  exhibitors  ($207  million),  expenditures 
for  set-up  and  take-down  of  shows  and  special  displays  ($34  million), 
and  operating  costs  of  the  new  Center  ($5  million).  Of  the  $34  million 
expenditures  by  show  managers  and  by  the  Center  management,  about 
$26  million  consists  of  directly  generated  wages.    The  rest  of  the 
$246  million,  that  is,  $220  million,  consists  of  expenditures  on  goods 
and  services.    The  expenditures  were  allocated  to  appropriate  economic 
sectors  for  direct  and  indirect  economic  analysis.    Payroll/sales  ratios 
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TABLE  7 

TOTAL  DIRECT  EXPENDITURES  BY  CATEGORY 
RELATED  TO  THE  OPERATION  OF  THE  NEW  YORK  CITY 
CONVENTION  AND  EXHIBITION  CENTER 
IN  A  TYPICAL  YEAR 


Initial  Direct 
Expenditures 


Direct  Visitor  and  Exhibitors 
representatives  spending  in 
New  York  City 


$165.0  million 
42.0  million 
207.0  million 


Convention  Center  Operation 


$5.0  million 



Show  Expenditures 


$34.0  million 


$246.0  million 


Category  of  Expenditure 

Hotels 

Retail  Stores 
Restaurants 

Night  Clubs,  Sports 
Taxis  and  Local  Transportation 
Theatres  (and  Movies) 
Sightseeing 

Car  Service  (gas,  oil  etc.) 
■Other 

SUBTOTAL 

Center  Staff 
Cleaning  and  Security 
Supplies,  Utilities,  and  etc. 

SUBTOTAL 

how  Set- Up 
Decorators  and  Display 
Security,  Cleaning 
Materials  Handling 
Other  Staff 
Other  Expenditures 

SUBTOTAL 
GRAND  TOTAL 


Direct 
Spending  Wages 
(millions)  (millions) 


$  81.3  $28.2 


Full  Time 

Equivalent 

Employment 

3,500 


A  1  1 

8.4 

yyu 

bb.o 

1 6.0 

9.7 

o.  o 

430 

8.5 

3.2 

350 

9  ft 

1  n 

1 1 0 

2.3 

0.3 

40 

5.0 

1.5 

160 

$207.0 

62.4 

7.930 

$  2.2 

2.2 

140 

1.0 

1.0 

100 

1.8 

0.2 

10 

$  5.0 

3.4 

250 

$  8.9 

$  8.9 

690 

7.4 

7.4 

630 

3.4 

3.4 

370 

1.9 

1.9 

170 

1.1 

1.1 

60 

11.3 

$  34.0 

$22.7 

1,920 

$246.0 

$88.5 

10,100 

Source:  Arthur  D.  Little,  Inc.  estimates.  See  also  Technical  Appendix  VI. 
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for  each  were  used  to  estimate  wages.    Employment  was  determined 
by  dividing  wages  by  average  salaries.    The  results  are  shown  in 
Table  7. 

This  table  shows  that  direct  spending  of  $246  million  will  directly 
result  in  10,  100  new  full-time  equivalent  jobs  and  $89  million  in  wages 
and  salaries.    Direct  delegate  and  exhibitor  spending  will  support 
7,930  jobs;  show  set-up  and  take-down  1,920,  and  the  new  Center's 
operations,  250.    The  major  categories  of  direct  employment  generated 
are  in  services,  hotels,  restaurants,  retail  trade,  materials  handling, 
show  set-up  and  take-down  and  related  businesses.    These  categories 
account  for  more  than  three- fourths  of  direct  employment.    A  similar 
breakdown  of  business  receipts,   income,  and  employment  for  just  new 
events  in  the  Center  is  given  in  Technical  Appendix  VII. 

(c)     Indirect  and  Induced  Impact 

The  process  followed  in  projecting  the  indirect  and  induced 
impact  of  delegate  and  show- related  spending  is  graphically  summarized 
in  Figure  1 . 

Two  types  of  multipliers  were  taken  into  account  in  estimating 
direct  and  indirect  economic  impact  (and  hence  indirect  economic 
impact).     These  are  (1)  interindustry  multiplier  effects  of  initial 
spending  of  $246  million,  and  (2)  consumption- induced  economic  effects 
resulting  from  the  generation  and  new  wages  accruing  both  to  residents 
of  New  York  City  and  to  persons  living  outside  the  City  who  would  tend 
to  spend  part  of  their  income  in  the  city. 

The  methodology  followed  in  estimating  economic  impact  was 
first,  to  separate  direct  expenditures  of  $246  million  into  two  parts, 
$220  million  in  the  form  of  goods  and  services  and  the  rest  in  the  form 
of  direct  wages  generated  by  setting  up  and  taking  down  shows,  and  by 
show  management.    Next,  the  $220  million  was  disaggregated  into 
detailed  categories  of  spending,  representing  purchases  from  different 
sectors  of  the  economy.    Subsequently,  the  direct  and  indirect  effects 
of  these  detailed  sets  of  expenditures  were  computed  by  using  the 
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results  of  the  New  York  State  input- output  study.    This  quantitatively 
shows  the  interdependence  among  all  sectors  of  New  York  State's 
economy.    The  net  results  of  this  step  are  shown  in  Column  3  of 
Figure  1.    Consumption-induced  economic  effects  were  estimated  by 
using  a  special  sub-model.    Its  inputs  were  wages  generated  both 
directly  and  indirectly  in  New  York  City.    The  results  of  the  consump- 
tion-induced impact  analysis  were  combined  with  the  direct  and 
indirect  impact  results  (shown  in  Column  3  of  Figure  1)  to  obtain 
total  impact  shown  in  Column  5  of  Figure  1. 

The  formulation  of  the  economic  impact  model  explicitly  takes 
into  consideration  probable  patterns  of  employment  and  place  of 
residence.    This  was  done  in  order  to  estimate  spending  outside  of 
the  New  'fork  City  economy  and  to  provide  information  from  which  tax 
revenues  accruing  to  New  York  City  could  be  projected.    In  making 
this  estimate,  the  unskilled  labor  content  of  employment  in  each  impact 
area,  commuting  probabilities,  and  the  level  of  unemployment  in 
New  York  City  were  taken  into  account. 

C.    EMPLOYMENT  IN  THE  CONVENTION  AND  EXHIBITION 
CENTER  COMPLEX 

It  is  estimated  that  total  equivalent  full-time  employment  in 
the  convention  and  exhibition  center  complex  will  be  between  2,400 
and  2,800.    This  includes  both  direct  and  indirect  generated 
employment.    Table  8  presents  an  estimate  of  employment  in  the 
complex. 
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TABLE  8 

Total  Estimated  Employment  in  the  Convention  and 
Exhibition  Center  Complex 


Type  of  Employer  or  Activity 

Employme  nt 

Convention  Center 

240  - 

260 

Show  Set-up  and  Take- Down 

1200  - 

1330 

Material  Handling 

250  - 

260 

Concessions  (food,  shops,  etc.  ) 

380  - 

440 

Part-Time  Help 

150  - 

200 

Transportation  Services  and  Other 

180  - 

310 

GRAND  TOTAL 

2400  - 

2800 

Source:    Arthur  D.  Little,  Inc.  ,  estimates. 


The  first  category  of  employment  is  Center  staff.    It  is  esti- 
mated that  the  Center  will  employ  150  to  160  people.    In  addition, 
subcontractors  (cleaning  and  security)  will  probably  employ  90  to 
100  workers.  The  two  categories  together  total  240  to  260. 

A  second  major  category  of  employment  is  show  set-up  and  take- 
down. This  includes  many  skilled  trades.  Most  of  the  new  employ- 
ment in  this  category  created  as  a  result  of  new  direct  spending  has 
been  allocated  to  the  new  Center  as  the  primary  location  of  employ- 
ment. A  closely  related  activity  is  construction  of  exhibits  for  shows. 

Employment  in  this  category  is  included  under  indirect  employment 
in  the  economic  model.    Although  most  of  this  work  is  done  at  other 
locations,  it  is  estimated  that  about  25  to  30  percent  will  take  place 
in  the  new  Center.    All  together  show  set-up  and  take  down  is  expected 
to  account  for  between  1200  and  1330  jobs  primarily  located  in  the 
complex. 
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Materials  handling  is  an  important  category  of  employment 
related  to  setting  up  and  taking  down  shows.    The  orderly,  rapid  and 
efficient  handling  of  exhibits  is  one  of  the  keys  to  the  success  of  shows 
and  of  the  Center.    It  is  estimated  that  250  to  260  equivalent  full-time 
jobs  in  this  category  will  exist  in  the  complex. 

Concessions  are  estimated  to  employ  380  to  440  persons  in  the 
complex.    Based  on  the  conservative  assumption  that  food  sales  will 
primarily  be  made  to  convention  and  trade  show  delegates,  it  is 
estimated  that  employment  will  amount  to  250  to  280  persons.  Retail 
concessions  (assumed  only  to  include  newstands,  small  shops,  a 
drugstore  and  similar  convenience- goods  establishments)  are 
expected  to  employ  between  90  and  100  persons.    If  other  types  of 
activities  are  included  in  the  complex,  such  as  branches  of  major 
department  stores,  specialty  stores,  and  permanent  consumer 
and  trade  exhibits,  employment  in  this  category  might  be  several 
times  as  great.    Other  activities  such  as  the  parking  garage  and 
checking  are  expected  to  employ  small  numbers  of  people. 

A  large  number  of  temporary  help  will  be  employed  during 
major  public  and  trade  shows  and  conventions.    This  includes  ticket 
takers,  people  handling  registration,  temporary  secretaries  who 
type  speeches  and  make  up  lists  of  registrants,   special  security 
guards,  and  many  others.    These  temporary  help,  numbering  between 
150  and  200,   are  hired  as  required  by  the  exhibitors,  associations, 
show  managers,  and  the  Center  itself  to  supplement  its  staff. 

Transportation  services  is  estimated  to  employ  130  to  250 
workers.  It  includes  several  sub-categories  including  truck  drivers 
who  deliver  (or  receive)  exhibits  to  the  Center;  services  such  as 
airline  booking,  automobile  rentals,  travel  agents,  taxi  and  bus 
service,  and  sightseeing  services. 
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Local  truck  services  involved  in  delivering  and  receiving  50  to 
60  thousand  exhibits  at  the  Center  yearly  is  expected  to  provide  jobs 
for  many  workers  engaged  in  shipping  and  trucking.    Additional  taxi 
drivers  will  be  needed  to  help  bring  some  of  the  3.  5  to  4.  5  million 
visitors  to  the  Center  annually. 

Finally,  other  employment  in  related  activities  including 
recreation  facilities,  handling  ship  cargo,  and  other  work  is  expected 
to  employ  50  to  60  people. 

D.    TAX  REVENUE 

The  tax  revenue  accruing  to  both  the  City  and  State  during 
constri  ction  and  operation  of  the  Center  is  shown  in  Table  9.    It  was 
estimated  by  incorporating  applicable  tax  rates  into  the  impact  analysis 
model. 

The  results  are  that  during  construction,  the  City  and  State 
will  receive  $4.  8  million  in  tax  revenue  annually.    The  City  will 
receive  almost  one-third  of  this  total,  or  about  $1.  5  million. 

After  the  Center  opens,  total  tax  receipts,  including  $7.7  million 
for  the  property  tax  attributable  to  its  operation,  will  be  $30.9  million 
annually.    Of  this  total,  the  City  will  receive  about  two-thirds  ($20.8 
million),  and  the  State,  about  one-third  ($10.1  million).     (See  Table  9.) 
About  three- fourths  of  the  City's  tax  revenue  will  be  paid  directly 
by  out-of-town  delegates  while  more  than  four-fifths  of  the  State's  will  be 
paid  on  personal  income  by  workers  whose  jobs  were  created  as  a 
result  of  the  new  Center's  operation. 

The  receipts  from  twelve  specific  taxes,  excluding  property 
taxes,  that  are  levied  by  the  City  of  New  York  were  estimated  in  the 
economic  impact  analysis  model.  ^  The  results  of  this  analysis  are 

(6)       We  would  like  to  acknowledge  the  assistance  of  Professor  D. 

Netzer,  Dean  of  the  Graduate  School  of  Public  Administration 
at  New  York  University  (NYU),  in  estimating  the  tax  rates  and 
in  determining  tax  assessment  practices. 
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TABLE  9 


Summary  of  Annual  Tax  Receipts  by  New  York  City  and 
New  York  State  Generated  by  the  Construction  and  Operation  of 
the  New  York  City  Convention  and  Exhibition  Center 
(amounts  in  millions  of  dollars  in  1972  prices) 


New  York 


New  York 
State 


Source  of  Tax  Revenue 


City 


Total 


Construction  phase  (1973-1976) 

Operation  phase  (after  1976) 

Sales,  use  and  other  taxes 
property  taxes 
Subtotal 


13.1 
7.7 
$20.  8 


$  1.5 


$3.3 


$10.  1 


10.  1 


23.2 
7.7 
$30.  9 


$4.8 


Source:    Arthur  D.  Little,  Inc.,  estimates.    See  Tables  10  and  11. 

shown  in  Table  10.    This  table  shows  that  the  major  sources  of  City 
tax  revenue  after  the  new  Center  opens  will  be  from  the  hotel  and 
motel  tax,  sales  and  use  tax,  and  personal  income  tax.  Together 
these  three  taxes  account  for  about  90  percent  of  total  tax  receipts. 
Looked  at  another  way,  approximately  three  fourths  of  these  taxes  will 
be  paid  by  out-of-town  visitors. 

Property  tax  revenue  will  be  generated  in  addition  to  the  other 
tax  receipts.    Directly  related  tax  receipts  were  estimated  by  deter- 
mining the  rent  paid  by  each  type  of  business.    The  ratio  of  property 
tax  to  rental  was  estimated  and  based  on  this,  property  tax  was 
determined.    The  results  were  that  property  taxes  would  amount  to 
$7.5  to  $8.0  million  annually.    Property  tax  attributable  to  activities 

stimulated  by  new  events  alone  is  estimated  to  be  between  $4.7  and 
$5.  0  million. 

These  totals  do  not  include  indirectly  related  real  estate 
development  that  may  be  stimulated  by  the  new  Center.    For  several 
pending  projects,  the  new  Center  will  add  just  enough  to  the 
market  to  "trigger"  certain  developments.    In  other  instances,  the 
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new  Center  will  symbolize  a  change  in  the  West  Side  area  and  tend  to 
accelerate  new  housing  and  other  projects  already  planned  there. 
Collectively  such  projects  represent  a  major  additional  increase  in 
the  City's  tax  base  which  has  not  been  taken  into  account  in  this 
analysis. 

The  categories  of  tax  revenue  for  New  York  State  were 
estimated  in  a  similar  manner  to  those  for  New  York  City.  The 
results  are  summarized  in  Table  11.     Receipts  from  the  personal 
income  tax  account  for  over  80  percent  of  the  State's  tax  receipts. 
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CHAPTER  in 
OPERATING  REVENUES  AND  COSTS 


I.  INTRODUCTION 

This  chapter  summarizes  the  projections  of  operating  revenues 
and  expenses  at  the  New  York  City  Convention  and  Exhibition  Center 
during  the  first  four  years  of  operation.    Current  projections  indicate 
that  by  the  fourth  year  of  operation,  the  Center  will  achieve  an 
occupancy  level  of  68  percent  and  operate  at  a  modest  surplus  of 
almost  $250  thousand.    This,  of  course  assumes  a  normal  year's 
operation  in  which  revenues  will  amount  to  about  $5.40  million  and 
expenses  to  $5.  15  million.    (See  Table  12.) 

The  projections  of  revenues  and  costs  were  developed  with 
reference  to  the  design  program  for  the  new  Center.    However,  these 
also  take  into  account  the  experience  of  other  major  centers.  The 
managers  of  both  McCormick  Place  and  Cobo  Hall  were  interviewed 
by  a  team  of  ADL  specialists  and  the  financial  statements  of  these  two 
centers  were  reviewed.    Operating  policies  and  circumstances 
affecting  levels  of  revenue  and  expenditures  were  explored.  Staffing 
and  organization  of  the  Center's  operations  is  based  on  the  experience 
of  other  convention  and  exhibition  facilities  and  the  current  plans  for 
the  new  Center. 

Good  management  is  vital  to  the  success  of  the  new  Center.  To 
assure  sound  and  efficient  operations  and  provide  for  aggressive 
promotion  and  marketing,  the  budget  for  the  Center  —  and  particularly 
that  for  top  management  —  has  been  generous.    Mediocre  management 
of  convention  centers  in  other  cities  has  contributed  to  their  compara- 
tive lack  of  success.    With  a  well-managed  new  facility,  New  York  City 
will  become  the  foremost  trade  show  and  convention  city  in  the 
nation. 
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TABLE  12 


New  York  City  Convention  and  Exhibition  Center  Corporation 
Projected  Operating  Statement 
(Amounts  in  Thousands  of  Dollars) 


Year  After  Center  Opens 


1 

2 

3 

4 

REVENUES 

(000's) 

(000's) 

(000's) 

(000's) 

Space  Rental 

Trade  Shows  and  Conventions 

$2, 300 

$2, 700 

$3, 100 

$3, 670 

Public  Shows 

500 

550 

650 

730 

Subtotal 

$2, 800 

$3,250 

$3, 750 

$4, 400 

Concession  Income 

Restaurants 

$  150 

$  300 

$     42  5 

$  550 

Parking  Garage 

250 

350 

375 

400 

Vending  Machines 

5 

10 

15 

20 

Checkrooms 

5 

10 

20 

30 

Subtotal 

$  410 

$  670 

$  835 

$1, 000 

TOTAL  REVENUES 

$3  210 

$3   9?  0 

$4  585 

$5  400 

EXPENSES 

Salaries  Wages  and  Fringes 

$2, 100 

$2, 300 

$2, 450 

$2, 700 

Utilities  (Heat,  Light,  Power 

650 

800 

850 

900 

etc.  ) 

Cleaning  (Contract) 

350 

450 

600 

700 

Insurance 

250 

300 

350 

350 

Promotion 

150 

150 

150 

150 

Maintenance  and  Repairs 

20 

50 

100 

150 

Materials  and  equipment 

50 

50 

50 

50 

Telephone  and  Telegraph 

50 

50 

70 

70 

Elevator  and  Escalator 

20 

20 

20 

20 

Maintenance 

Office  Supplies 

10 

10 

10 

10 

Legal,  Auditing  and  Other 

50 

50 

50 

50 

$3, 700 

$4, 230 

$4, 700 

$5. 150 

NET  BALANCE 

$  (490) 

$  (310) 

$  (115) 

$  250 

Percent  Occupancy^' 

45% 

53% 

59% 

68% 

Notes:    (1)     Percent  of  available  exhibition  space  that  is  rented. 
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II.  OCCUPANCY 

The  occupancy  level  for  the  Center  in  a  typical  year  is  based  on 
the  demand  generated  by  trade  shows,  conventions  and  public  shows. 
This  is  discussed  in  Chapter  I.    The  conclusion  reached  was  that  more 
than  twice  the  number  of  events  that  can  be  accommodated  will  wish 
to  come  to  the  Center.    A  schedule  based  on  this  market  was  prepared 
taking  into  account  typical  set-up  and  take-down  times  and  low  periods 
of  the  year  when  few  organizations  hold  events.    In  a  typical  year, 
41  shows  are  scheduled,  and  this  results  in  an  occupancy  rate  of  68 
percent,  based  on  available  exhibit  space. 

More  shows  could  be  accommodated  if  set-up  and  take-down 
time.,  w.^re  reduced.  Progress  towards  this  goal  is  being  made  at 
McCormick  Place.  This  would  result  in  greater  economic  impact 
because  it  means  that  shows  are  open  a  much  higher  proportion  of 
time,  resulting  in  a  greater  number  of  out-of-town  delegates  and 
visitors  coming  to  New  York  City. 

It  will  take  four  years  for  the  new  Center  to  reach  its  target 
occupancy  rate.    The  reason  for  this  is  that  most  large  trade  shows 
and  conventions  are  booked  several  years  in  advance.    Although  sales 
efforts  should  commence  as  soon  as  the  formal  approval  process  is 
complete,  it  will  be  difficult  to  obtain  firm  immediate  commitments. 
Associations  may  not  be  convinced  that  the  Center  will  open  on  time, 
will  want  to  find  out  what  the  experience  of  other  associations  has 
been, or  may  wish  to  see  a  completed  facility  before  making  a  commit- 
ment to  come. 

However,  most  public  shows  now  in  New  York  City  need  more 
space  than  is  available  at  the  Coliseum  and  will  move  soon  after  the 
new  Center  opens.  To  allow  for  the  uncertainty  of  advance  booking, 
the  occupancy  rates  are  expected  to  be  about  45  percent  during  the 
first  year,  rising  progressively  to  68  percent  by  the  fourth  year.  As 
shown  in  Table  12,  at  45  percent  occupancy,  the  Center  will  lose 
nearly  $500  thousand  annually;  at  52  percent,  it  will  lose  $310 
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thousand;  at  59  percent  it  will  lose  $115  thousand;  and  in  year  4  at 
68  percent  occupancy,  it  will  have  a  surplus  of  about  $250  thousand. 


III.  REVENUES 


A.  OVERVIEW 


The  new  Center  is  expected  to  have  revenues  of  $5.4  million 
in  a  typical  year.    Table  13  shows  this  by  source,  indicating  that 
rental  of  exhibit  space  accounts  for  more  than  four-fifths  of  total 
receipts.  Food  concessions,  including  restaurants,  snack  shops  and 
bars,  are  expected  to  account  for  about  ten  percent  of  the  Center's 
revenue.    Parking  is  expected  to  generate  a  little  more  than  7 
percent  of  total  revenue. 

TABLE  13 

Revenues  by  Source 
In  A  Typical  Year  of  Operation 
New  York  City  Convention  and  Exhibition  Center 

(Amounts  in  Thousands  of  Dollars) 


Source  of  Revenue 

Exhibit  Space  Rental 

Trade  Shows  and  Conventions 
Public  Shows 
Subtotal 

Concession  Income 

Food  (restaurants) 
Parking  Garage 

Vending  machines  and  Checkroom 

Subtotal 
Grand  Total 


Amount 
(000's) 

$3, 670 
730 
$4,400 


$  550 
400 

 50 

$1, 000 
$5, 400 


Percent 
Distribution 


68.  0% 

13.5 

81.5% 


10.2% 
7.4 
0.  9 

18.  5% 
100.  0% 


Source:     See  Table  12 
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B.    SPACE  RENTAL 

Income  from  exhibit  space  accounts  for  81.5  percent  of  the 
Center's  revenues.  Therefore  the  charges  and  projections  of  the 
amount  of  space  that  will  be  rented  annually  are  important  variables. 
Rental  rates  were  set  at  40  cents  per  gross  rentable  square  foot  for 
trade  shows  and  50  cents  for  public  shows.    While  these  rates  are 
slightly  higher  than  the  current  ones  at  McCormick  Place  and  the 
Coliseum,  their  rates  are  expected  to  increase  during  the  next  four 
years  to  the  levels  set  for  the  new  Center. 

The  rate  for  public  shows  is  higher  than  for  trade  shows.  The 
reason  for  this  is  that  public  shows  generally  attract  fewer  out-of- 
town  visitors  than  trade  shows  or  conventions  and  therefore  have  a 
lower  economic  impact.    However,  public  shows  do  play  an  important 
role  for  local  residents,  who,  like  out-of-town  visitors,  should  be 
able  to  benefit  from  the  new  Center.  The  rental  rate  for  public  shows 
is  set  to  generate  more  operating  income  for  the  Center.  Alterna- 
tively the  Center  may,  in  some  instances,  charge  a  lower  rental  rate 
but  share  in  the  gross  receipts.    This  policy  helps  to  lower  the  risk 
of  loss  to  the  promoter  and  makes  it  possible  for  the  Center  to  earn 
substantial  revenue  from  successful  shows. 

Possibilities  for  increasing  Center  revenue  from  space  rental 
appear  limited.    The  main  reason  for  this  is  that  rental  rates  should 
be  kept  competitive  with  those  in  other  cities  in  order  to  attract  new 
out-of-town  shows.    It  is  unlikely  that  the  occupancy  rate  for  the  main 
exhibit  hall  can  be  raised  above  80  percent  because  of  scheduling 
problems  and  normal  seasonal  occupancy  patterns.    Either  raising 
rental  rates  by  5^  or  increasing  occupancy  to  80  percent  would 
generate  about  an  additional  $500  thousand. 
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C.    CONCESSION  REVENUES 


1.  Overview 

Concession  income  to  the  new  Center  is  expected  to  amount  to 
$1.  0  million  annually.    Of  this  total,  $550  thousand  is  expected  to 
come  from  the  food  concession,  $400  thousand  from  parking  and 
$50  thousand  from  the  checkroom,  vending  room  and  other  services 
or  small  shops.    Concessions  are  an  important  source  of  revenue  in 
several  of  the  convention  centers  on  the  West  Coast  where  high 
percentages  of  gross  receipts  (20%  or  more)  are  levied.  Centers 
in  the  Northeast  generally  charge  lower  rates  and  this  pattern  was 
followed  in  setting  the  rates  for  the  new  Center. 

2.  Food  Concession 

Revenues  are  based  on  a  levy  of  15  percent  of  gross  receipts  of 
the  food  concessionaire.    Total  sales  are  expected  to  amount  to  $3.  6 
million  based  on  sales  of  $1.00  per  person  per  day.    Receipts  on 
gross  sales  of  $3.  6  million  yield  revenues  of  about  $550  thousand. 
The  levy  on  gross  receipts  should  cover  space  rental  and  utilization 
of  equipment  at  a  rate  representing  a  fair  return  to  the  Center. 

3.  Parking  Concession 

The  2,000-car  parking  garage  is  potentially  an  important  source 
of  substantial  revenue.  The  Center  has  the  option  of  operating  the 
parking  garage  itself  or  hiring  an  independent  operator  who  would  pay 
a  sliding  percentage  based  on  gross  receipts. 

Warren  Travers  Associates,  traffic  consultant  to  the  Corpora- 
tion, has  suggested  that  consideration  be  given  to  retaining  an  experi- 
enced independent  parking  garage  operator.    On  the  basis  of  pre- 
liminary estimates  provided  us  by  Travers  Associates,  commuter 
traffic  is  expected  to  utilize  50  percent  of  the  space  available  for  six 
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days  a  week  and  another  10  percent  of  the  parking  spaces  would  be 
utilized  by  people  attending  activities  in  the  Center  five  days  a  week. 
At  a  charge  of  $2.  50  a  day,  generally  considered  a  low  rate,  the 
garage  would  yield  $400  thousand  annually.    This  is  based  on  a 
standard  rate  of  no  percentage  on  the  first  $300  thousand  in  gross 
receipts,  60  percent  on  the  next  $200  thousand  and  70  percent  on  any 
receipts  above  $500  thousand. 

The  projected  revenue  from  parking  is  based  on  utilization  of 
only  60  percent  of  the  parking  spaces  daily,  and  then  with  very  low 
turnover.    If  300  spaces  were  occupied  daily  5  days  a  week  by 
delegates,  visitors  and  workmen,  1,  500  spaces  were  rented  to 
commuters  for  six  days  a  week  and  revenue  for  each  space  were 
$3.00  per  day,  income  to  the  Center  would  be  $920  thousand,  or  more 
than  double  the  amount  estimated. 

4.    Other  Concessions 

Projections  of  revenues  from  vending  machines  and  checkrooms 
were  based  on  the  experience  of  other  centers.    While  small  dollar 
amounts  are  involved  compared  to  other  revenue  sources,  these 
services  require  little  overhead  or  direct  costs.    It  is  estimated 
that  receipts  from  these  activities  will  total  $50  thousand. 


IV.  EXPENSES 

A.  OVERVIEW 

Total  operating  expenses  for  the  new  Center  are  expected  to 
amount  to  $5.15  million  in  a  typical  year  —  $250  thousand  less  than 
revenues.    Table  14  shows  the  major  categories  of  expenses.  The 
largest  of  these  is  salaries  and  wages  ($2.7  million)  which  account 
for  52.3%  of  all  expenses.    It  is  suggested  that  cleaning  services  be 
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contracted  rather  than  done  by  center  employees.    This  service  is 
estimated  to  cost  $700  thousand  and  to  account  for  13.  5%  of  expenses. 
Utilities  are  estimated  to  cost  $900  thousand  and  amount  to  17.4% 
of  expenses.    These  three  categories  together  amount  to  $4.3  million 
and  account  for  83.2%  of  total  expenses. 

Other  categories  include  insurance  (6.8%),  maintenance  (3.0%) 
and  promotion  (3.0%).    The  remainder  (4.0%)  represents  materials 
and  supplies  and  legal  and  auditing  services. 


TABLE  14 

Expenses  by  Category 
In  a  Typical  Year  of  Operation 
New  York  City  Convention  and  Exhibition  Center 

(Amounts  in  Thousands  of  Dollars) 

Percent 

Category  of  Expenses  Amount  Distribution 

Salaries  Wages  and  Fringes 
Cleaning  (contract) 
Utilities 
Insurance 

Maintenance  and  Repairs 
Promotion 

Other  (materials  and  supplies,  etc.) 
GRAND  TOTAL 

Source:     See  Table  12. 


(000's) 

$2, 700 

52. 

3% 

700 

13. 

5 

900 

17. 

4 

350 

6. 

8 

150 

3. 

0 

150 

3. 

0 

200 

4. 

0 

$5, 150 

100. 

0% 

B.    WAGES  AND  SALARIES 

A  preliminary  table  of  organization  for  the  Center  was  used 
as  the  basis  for  estimating  wages  and  salaries.    It  was  prepared 
specifically  for  the  new  Center;  it  takes  into  account  the  organizational 
structure  of  McCormick  Place,  Cobo  Hall  and  other  facilities.  In 
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estimating  costs  in  New  York  City,  wage  levels  were  increased  by 
approximately  one-fifth  and  20  percent  was  allowed  for  fringe 
benefits . 

Total  staff  for  the  new  Center  is  estimated  to  be  160  persons, 
exclusive  of  cleaning  and  other  contracted  services.    The  average 
salary  per  employee  is  slightly  more  than  $14,  000,  not  including 
fringe  benefits.    The  basic  organization  includes  the  Manager's 
staff  and  six  departments.  They  are:  Finance,  Special  Services, 
Safety  and  Security,  Marketing  and  Promotion,  Housekeeping,  and 
Operations  (maintenance).    The  housekeeping  staff  supervises  the 
contract  cleaners  but  this  department  also  includes  a  few  attendants. 
Liaison  with  the  concessionnaires  is  maintained  directly  by  the 
Assistant  General  Manager. 

The  organization  table  is  shown  in  Figure  2.    The  staffing  and 
wages  from  this  figure  are  summarized  in  Table  15. 


C.    ORGANIZATION  AND  FUNCTION 

The  major  function  of  each  department  are  summarized 
briefly  below. 

•       Manager  (9  Staff) 

—  The  manager  is  responsible  for  the  overall  operation 
of  the  Center  and  is  accountable  to  the  Board  of  the 
Corporation. 

—  The  assistant  manager  mainly  oversees  the  day-to- 
day operations  of  the  other  departments  and  is  liaison 
with  the  concessions  and  contract  services. 
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TABLE  15 

Staff   and  Wages 
New  York  City  Convention  and  Exhibition  Center 


1    M  Kill  L  \  J  V  1 

Wages'1* 

Department 

of  Staff 

Manager/ executive 

9 

$  215,000 

Finance 

19 

230, 000 

Special  Services 

6 

65, 000 

Safety  and  Security 

38 

430, 000 

Marketing  and  Promotion 

1 1 

150, 000 

Housekeeping 

12 

160, 000 

Operations  (including  maintenance) 

65 

1 , 000, 000 

TOTAL 

160 

$2, 250, 000 

Note:    (1)  Exclusive  of  Fringe  Benefits 

Source:    See  Figure  2  and  Arthur  D.   Little,  Inc.  estimates 


—  A  special  team  of  show  coordinators  is  included  in  the 
manager's  office.    Their  role  is  to  work  with  major 
shows  booked  at  the  Center  and  coordinate  all  services. 

•       Finance  (19  staff) 

—  The  finance  department  handles  billing,  purchasing, 
accounting  and  general  office  functions  (including 
reception  and  telephone). 

0      Special  Services  (6  staff) 

—  This  department  includes  special  Center  staff  such  as 
doormen,  box  office  personnel  and  others.    It  coordinates 
services  contracted  by  shows. 
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•  Safety  and  Security  (38  staff) 

—  This  department  is  responsible  for  all  guards,  watchmen 
and  police. 

—  Special  security  and  other  personnel  including  a  fire 
marshal    and  nurse  are  in  this  department. 

•  Marketing  and  Promotion  (11  staff) 

—  This  staff  will  work  closely  with  the  New  York 
Convention  and  Visitor's  Bureau,  Inc.  in  promoting 
the  Center  and  in  booking  shows.    However,  it  is 
suggested  that  the  Center  have  its  own  sales  staff 
rather  than  being  totally  dependent  on  another  agency. 

•  Housekeeping  (12  staff) 

—  This  department  supervises  the  contract  cleaners 
and  provides  supplementary  cleaning  while  shows  are 
open. 

9       Operations  (65  staff) 

—  This  department  is  mainly  responsible  for  the 
maintenance  of  the  Center.  It  includes  plumbers, 
electricians,  engineers,  carpenters  and  painters. 

D.  CLEANING 

The  Convention  Center  can  either  have  an  "in-house"  cleaning 
staff  or  hire  a  contractor  to  perform  this  work.    Consideration  should 
be  given  to  contracting  this  work  because  when  done  by  center  staff, 
the  administrative  time  required  is  often  high,  staff  tends  to  build  up, 
and  related  problems  divert  attention  from  the  main  focus  of  the 
Convention  Center  -  to  attract  and  service  conventions,  trade  shows 
and  public  shows. 
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Estimates  of  the  cost  for  a  cleaning  contract  are  between  85 
to  90  cents  per  square  foot  of  space  to  be  cleaned.    Since  the  Conven- 
tion Center  has  about  800  thousand  square  feet  of  floor  space  available 
for  conventions  and  meetings,  hallways  and  related  space,  it  is 
estimated  that  cleaning  costs  will  amount  to  about  $700  thousand 
annually. 

E.  UTILITIES 

Utility  costs  are  estimated  to  be  $900  thousand  annually.  This 
is  about  one -sixth  of  the  total  operating  cost  of  the  Center.  This 
includes  heat  and  electricity,  as  well  as  special  services  such  as 
steam,  water  and  compressed  air  needed  by  many  exhibitors  at  trade 
shows.    The  heating  and  air  conditioning  costs  are  expected  to  be  high 
because  the  large  truck  bay  doors  will  be  open  much  of  the  time  when 
shows  are  moving  in  and  out.    Heating  and  air-conditioning  for  the 
garage  are  not  included  in  these  estimates.    Comparable  utility  costs 
are  not  available  for  Cobo  Hall  because  most  utilities  are  supplied 
by  Detroit  at  a  reduced  rate.    At  McCormick  Place,  electricity,  gas, 
steam  and  water  cost  nearly  three-quarters  of  a  million  dollars  in 
1971.    Estimates  for  the  New  York  City  Convention  and  Exhibition 
Center  are  about  20  percent  higher  —  an  allowance  for  the  larger  size 
of  the  Center. 

F.  OTHER  OPERATING  EXPENSES 

Costs  of  insurance,  maintenance  and  repairs,  materials,  and 
supplies,  and  communications  were  estimated  based  on  the  experience 
of  other  centers,  particularly  Cobo  Hall  and  McCormick  Place  as 
well  as  the  characteristics  of  the  proposed  new  Center.  Estimates 
for  promotion,  communications,  office  supplies  and  other  categories 
reflect  higher  costs  in  New  York  City  and  the  need  for  aggressive 
promotion  to  create  a  favorable  image  in  the  early  years  of  the 
Center's  operations. 
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CHAPTER  IV 


REAL  ESTATE  DEVELOPMENT 


I.  INTRODUCTION 

The  West  Midtown  real  estate  market  was  considered  from  two 
points  of  view:   the  opportunity  for  development  on  the  two  and  one- 
half  block  "inland"  part  of  the  new  Center's  site  (see  Map  1)  and  the 
effect  of  the  new  Center  on  general  development  trends  in  the  West 
Side.    The  firm  of  James  C.  Felt,  Inc.  assisted  us  in  the  evaluation 
of  the  development  potential  of  the  West  Side  real  estate  market.  In 
addition,  many  real  estate  experts  were  interviewed  as  well  as 
developers  with  projects  in  the  area,  and  city  officials  including  staff 
in  the  Assessor's  Office. 
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Map  1 

Location  of  the  Site  of  the  New  York  City  Convention  and 
Exhibition  Center  in  West  Midtown 

B     Inland  Site 
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II.  CONCLUSIONS 


A.    THE  INLAND  SITE 

1.  The  inland  portion  of  the  site  will  not  reach  its  potential 
for  development  until  after  the  completion  of  the  new- 
Center  in  the  mid-1970's. 

2.  Temporary  uses  for  the  inland  site  include  parking, 
stockpiling  construction  materials  and  equipment,  continua- 
tion of  some  current  uses,  truck  marshalling,  and  storage 
of  taxis  and  utility  service  trucks. 

3.  A  wide  range  of  options  for  the  development  of  the  inland 
part  of  the  site  should  be  maintained  by  designating  this  as  a 
special  zoning  district.    The  zoning  classification  should 

be  designed  so  as  to  permit  considerable  flexibility  in  future 
uses.    The  possibility  of  zoning  various  levels  for  different 
purposes  is  one  approach  that  might  be  considered  in  order 
to  increase  the  potential  range  of  activities  that  can  be 
developed  on  this  site. 

4.  Long-term  opportunities  appear  promising  for  the  advan- 
tageous complementary  development  of  the  inland  part  of  the 
site.  These  include  a  communication  arts  center,  including 
T.  V.   studios  and  commercial  film  making;  permanent 
exhibitions  of  industrial,  wholesale  and  consumer  products; 
hotels;  residential  development;  theatres;  movie  suppliers; 
services  oriented  to  the  Midtown;  business  district;  ware- 
housing; local  delivery  trucking  operations;  stores  and  shops 
serving  both  visitors  to  the  Center  and  the  neighborhood; 
and  many  other  activities. 
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B.    THE  WEST  SIDE  REAL  ESTATE  MARKET 


1.  The  new  Center  will  stimulate  the  rate  of  development  on 
the  West  Side  and  to  a  lesser  degree  elsewhere  in 
Manhattan.    The  planning  policies  of  the  City  will  largely 
determine  where  such  development  takes  place. 

2.  The  real  estate  market  on  the  West  side  is  moderately 
strong  in  housing  but  comparatively  weak  in  industrial, 
commercial  and  especially  office  space.    This  is  partly 
due  to  the  temporarily  low  occupancy  rates  in  Midtown 
but  also  to  the  particular  circumstances  of  the  West  Side. 
Consequently  now  is  not  an  opportune  time  to  undertake 
development  that  will  depend,  at  least  partly,  on  the 
local  market. 

3.  In  the  longer  term,  the  impact  of  several  major  projects 
including  the  new  West  Side  highway,  major  housing 
development,  improved  mass  transportation,  in  combina- 
tion with  the  new  Center  will  lead  to  a  renaissance 

of  the  West  Side. 

III.    OVERVIEW  OF  THE  REAL  ESTATE  MARKET 
IN  WEST  MIDTOWN 

The  real  estate  market  in  West  Midtown  Manhattan  is  likely 
to  experience  a  resurgence.    There  is  widespread  optimism  about 
the  future  of  the  area.    This  emerges  from  the  discussions  with  the 
Office  of  Midtown  Planning  and  Development,  the  Assessor's  Office, 
developers,  real  estate  experts  and  companies  interested  in  the  area. 
This  optimism  is  tempered  by  the  fact  that  little  new  development 
has  occurred  in  recent  years. 

A  number  of  developers  with  projects  in  the  West  Midtown  area 
seem  to  be  waiting  for  something  new  to  occur  that  will  "trigger" 
their  development.    Several  major  public  and  private  projects  are  now 
underway  or  planned  which  may  provide  the  necessary  impetus.  These 
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include  rebuilding  of  the  superliner  piers,  a  major  new  housing 
project  on  42nd  Street,  the  new  Center,  and  eventually,  the  rebuilding 
of  the  West  Side  Highway. 

Our  exploration  of  real  estate  conditions  indicates  that  the 
construction  of  the  new  Convention  and  Exhibition  Center  is  one  of 
the  key  projects  that  will  stimulate  the  West  Side.  Development 
potentially  will  be  attracted  to  the  vicinity  of  the  Center.  However, 
the  City's  planning  policies  will  strongly  influence  where  development 
takes  place  throughout  Manhattan. 

The  short-term  (five-year)  demand  in  West  Midtown  varies 
widely  by  type  of  activity.  Substantial  demand  exists  for  low-  and 
moderate-income  housing,  just  as  it  does  throughout  most  of 
Manhattan.  In  response  to  this  demand,  at  least  three  projects  are  now 
in  advanced  planning  stages.    These  developments  in  turn  will  create 
added  demand  for  neighborhood  shops  and  services. 

There  is  little  foreseeable  demand  for  new  commercial  office 
space.    Excess  supply  still  exists  in  Midtown  and  this  is  expected  to 
continue  for  a  few  years.  Recent  difficulties  in  renting  some  West 
Side  office  buildings  reinforce  this  observation.  Several  real  estate 
experts  doubt  that  there  will  be  significant  demand  for  general  office 
space  in  the  far  West  Midtown  area  before  1990. 

Light  industry  and  warehousing  are  traditional  activities  located 
near  the  Hudson  River.  Rising  labor  costs,  increasing  land  values 
and  the  attractiveness  of  suburban  locations  have  deterred  new  invest- 
ment in  most  of  these  activities  in  the  West  Side. 

The  market  created  by  service  activities  supplying  Midtown, 
such  as  repair,  printing  and  other  business  services,  is  continuing 
to  grow.    However,  these  activities  as  well  as  trucking  and  the 
commercial  movie  industry,  seek  low- rent  space.    These  activities 
do  not  usually  pay  the  premium  prices  charged  by  new  buildings. 
Utilities  such  as  the  Telephone  Company  and  Consolidated  Edison 
require  service  centers  and  substations  near  Midtown.    They  are 
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considering  new  projects  in  the  West  Side,  but  these  have  little 
relationship  to  the  Center. 

Based  on  these  general  short-term  market  conditions,  the 
prospects  for  immediate  development  on  the  inland  site  appear  to  be 
limited  unless  this  will  be  supported  almost  entirely  by  demand 
generated  by  the  Center.    The  possible  exceptions  are  hotels, 
restaurants,   stores  and  transportation  services.    The  resurgence 
of  the  West  Side  area  is  likely  to  result  principally  from  new  housing 
developments.  The  new  Center  is  only  indirectly  linked  to  this 
resurgence  by  helping  to  assure  better  transportation  services  and 
making  the  environment  more  attractive. 

IV.    MARKET  STRATEGY  FOR  THE  INLAND  SITE 

The  current  weakness  of  the  West  Side  real  estate  market, 
particularly  for  activities  complementary  to  the  new  Center  suggests 
that  marketing  of  the  valuable  property  controlled  by  the  Corporation 
should  proceed  cautiously.    The  value  of  the  land  is  expected  to  rise 
dramatically  when  prime  development  opportunities  occur.    This  is 
unlikely  until  construction  of  the  new  Center  is  well  under  way. 
In  the  meantime  value  of  the  site  will  rise  while  it  is  used  as  a 
construction  marshalling  area,  or  for  parking  or  other  temporary 
uses . 

The  inland  site  has  about  397  thousand  square  feet.  It  is  bounded 
by  47th  Street  on  the  north,   11th  Avenue  on  the  east,   12th  Avenue 
on  the  west  and  44th  Street  on  the  south.  Part  of  the  site  is  currently 
used  by  the  United  Parcel  Service  for  truck  marshalling.  Other 
parts  are  used  for  taxis,  storage,  and  small  business. 

It  is  expected  that  the  market  for  the  site  should  improve  in 
the  fall  of  1975  —  about  one  year  before  the  Center's   projected  date 
of  opening.    Then  prospective  developers,  who  are  sometimes 
skeptical,  will  be  able  to  see  a  substantially  completed  facility. 
In  the  meantime,  interim  revenue-producing  uses  should  be  explored. 
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Parking,  truck  storage,  and  warehousing  activities  are  some  of  the 
temporary  activities  that  might  generate  income  while  the  Center  is 
under  construction. 

In  order  to  preserve  both  short-  and  long-term  flexibility,  a 
special  Convention  Center  Zoning  District  should  be  created.  This 
district  should  permit  horizontal  zoning  with  the  broadest  combina- 
tion of  activities  permissible.  The  zone  below  the  platform  (if  one  is 
constructed)  might  include  shops,  parking,  storage  and  repair 
services;  on  the  platform  might  be  stores,  restaurants  and  perman- 
ent displays;  and  above  the  platform  might  be  luxury  housing,  hotels 
or  other  activities. 

Some  of  the  categories  of  activities  that  might  locate  on  the 
inland  site  are  discussed  below. 

•  Hotels 

The  out-of-town  visitors  to  new  events  held  at  the  Conven- 
tion and  Exhibition  Center  will  create  increased  demand  for 
hotel  rooms.  It  is  estimated  that  370,  000  out-of-town 
visitors  will  stay  an  average  of  two  to  three  nights,  thus 
creating  an  annual  demand  for  about  1 .  0  to  1.5  million 
hotel  room  nights  annually.    Some  of  this  demand  will  be 
met  by  present  hotels  whose  occupancy  rates  will  increase, 
but  some  new  hotels  are  also  expected  to  be  constructed. 

•  Housing 

Demand  for  housing  on  Manhattan  is  growing.  Several 
projects  bordering  the  Hudson  River  are  currently  in  the 
approval  process.    Housing  above  a  platform  on  the  inland 
portion  of  the  site  is  viewed  by  real  estate  experts  as  a 
realistic  development  opportunity. 

•  Exposition  and  Fair  Complex 

The  changing  character  of  Times  Square  suggests  that  a 
new  exposition  and  fair  complex  might  complement  other 
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types  of  entertainment.    The  complex  could  be  modeled  on 
Man  and  His  World  at  EXPO.    The  Fair  and  Exposition 
might  include  permanent  exhibitions  of  products  oriented 
to  convention  delegates.  These  might  include  industrial, 
wholesale,  and  consumer  products.    An  entertainment 
center  might  be  part  of  this  complex.    It  would  include 
movies,  special  exhibits  and  shows  that  would  appeal  to 
visitors  and  their  families  as  well  as  city  and  metropolitan 
residents.    An  effect  of  this  use  would  be  to  publicize  the 
Center,  with  the  additional  opportunity  of  increasing  Center 
concession  and  parking  revenue.    The  complex  could  include 
permanent  foreign  exhibitions,  an  ice-skating  rink,  tennis 
courts,  and  other  r  ecreation  facilities. 

Department  and  Specialty  Stores 

In  conjunction  with  any  other  activities,  branches  of  well- 
known  department  and  specialty  stores  should  be  considered. 

Communications  Arts  Complex 

Television  offices  and  studios  might  be  included  in  this 
complex.    Some  interest  has  been  shown  in  relocating 
T.  V.  and  radio  studio  facilities  on  the  inland  site. 

Service  Companies 

Elevator  repair  firms,  food  commissaries,  and  activities 
required  to  service  the  Center  are  potential  candidates 
for  locating  nearby.    A  building  on  the  inland  site  would 
be  convenient  for  such  activities. 
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